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sider  the  issue,  not  only  in  terms  of  its  immediate  interests,  but  in 
terms  of  the  long-range  interests  of  the  world  as  a  whole. 

To  understand  the  problem  one  must  understand  its  background. 

background 

After  the  first  conflict  with  Germany  the  victorious  Allies  assessed 
their  enormous  losses.  They  tried  to  recoup  them,  at  least  in  part,  by 
imposing  heavy  reparations  on  the  German  people.  The  reparations 
were  so  heavy,  indeed,  that  they  were  eventually  to  become  an  in- 
supportable burden  for  Germany.  In  any  case,  the  Germans  defaulted 
in  paying  the  debt.  More  than  $100,000,000  remains  unpaid  to  the 
United  States;  and  a  number  of  thoughtful  historians  have  ex- 
pressed the  opinion  that  these  overwhelming  reparations  were  in 
large  measure  responsible  for  the  rise  of  Hitler.  For  the  Germans, 
crushed  under  financial  burdens,  were  in  a  mood  to  welcome  anyone 
who  promised  to  deliver  them  from  their  economic  distress. 

After  World  War  II  the  question  arose:  Would  the  Allied  Nations 
repeat  the  disastrous  policy  of  imposing  heavy  reparations  on 
Germany? 

The  United  States  opposed  such  a  plan.  So  did  Great  Britain  and 
France.  In  fact,  at  the  Paris  Conference  of  Allies,  held  from  Novem- 
ber 9  to  December  21  of  1945,  a  resolution  was  drafted  which  would 
do  away  completely  with  reparations.  Heavy  reparations,  they  all 
agreed,  were  bad  for  the  victors  as  well  as  for  the  vanquished.  The 
health  of  the  world  would  depend  largely  on  restoring  Germany  to 
a  position  in  which  her  80,000,000  people  would  be  able  to  trade 
w^h  other  nations.  It  was  better,  in  other  words,  to  make  those 
80,000,000  people  self-supporting  than  to  make  them  economic  vas- 
sals, helpless  under  the  weight  of  reparation  demands. 

Did  this  mean  that  the  Germans,  who  had  launched  the  war 
against  mankind,  and  the  Japanese,  who  had  subjected  the  United 
States  to  the  infamy  of  Pearl  Harbor,  would  go  scot-free,  unpun- 
ished, untaxed,  unaffected  in  any  economic  sense  by  the  results  of 
the  war?  Were  all  the  appalling  costs  of  the  conflict,  all  subsequent 
war  claims  of  innocent  victims,  to  be  paid  by  the  victors? 


a   new  plan 

An  alternate  solution  was  advanced  by  the  United  States,  England, 
and  France  and  urged  upon  the  rest  of  the  Allied  Nations.  Recog- 
nized as  the  most  liberal  and  humane  post-war  terms  of  modern 
history,  the  plan  embraced  these  factors: 

During  World  War  II  the  United  States,  like  all  the  Allied  Na- 
tions, had  immobilized  German  and  Japanese  holdings  within  its 
national  boundaries.  It  had  done  this  by  seizing  enemy  property  and 


vesting  it  in  the  control  of  the  Alien  Property  Custodian.  All  such 
enemy  assets  were  still  in  the  possession  of  the  Alien  Property 
Custodian.  Their  total  value,  in  the  United  States,  was  estimated  at 
approximately  $365,000,000  at  the  time  of  appropriation. 

According  to  the  new  plan,  none  of  this  seized  property  would 
be  returned  to  the  Germans  and  the  Japanese.  Instead,  the  Alien 
Property  Custodian  (and  his  counterpart  in  other  nations)  would  be 
empowered  to  sell  such  properties.  The  proceeds  of  the  sales  would 
take  the  place  of  reparations. 


True,  whatever  money  was  thus  raised  would  be  insufficient  to  pay 
for  Allied  losses.  After  all,  the  United  States  itself  had  expended 
some  300  billion  dollars  in  the  war.  It  would  be  futile  to  expect  that 
all  of  this  could  ever  be  repaid  by  the  Germans  and  Japanese.  But 
the  sale  of  enemy  assets  would  bring  the  Allies  some  compensation. 

This  plan  was  adopted  by  18  Allied  Nations  in  the  Paris  Agree- 
ment on  German  Reparation  of  January  24th,  1946.  In  the  words 
of  the  Agreement: 

Each  Signatory  Government  shall,  under  such  procedures 
as  it  may  choose,  hold  or  dispose  of  German  enemy  assets 
within  its  jurisdiction  in  manners  designed  to  preclude 
their  return  to  German  ownership  or  control.  .  .  . 

The  Bonn  Convention  of  May  26,  1952,  which  was  submitted  to 
and  approved  by  the  U.S.  Senate,  specifically  provided  that  (a)  the 
Allies  waive  all  claims  for  reparations  from  Germany,  (b)  Germany 
agree  never  to  contest  the  retention  of  vested  assets  by  the  Allies, 
and  (c)  Germany  agree  to  compensate  the  former  owners  of  vested 
property.  Japan  had  agreed  to  similar  terms  in  the  treaty  of  Septem- 
ber 8,  1951,  negotiated  by  John  Foster  Dulles  and  called  by  him 
"a  good  treaty." 

war  claims  act  of   1948 

As  for  the  United  States,  it  had  championed  the  plan  from  the  start; 
and  in  its  War  Claims  Act  of  1948  it  reaffirmed  its  policy: 

No  property  or  interests  therein  of  Germany,  Japan,  or 
any  national  of  either  such  country  vested  in  or  trans- 
ferred to  the  Government  at  any  time  after  December  7th, 
1941,  pursuant  to  the  provisions  of  this  Act,  shall  be  re- 
turned to  former  owners  thereof  or  their  successors  in  in- 
terest, and  the  United  States  shall  not  pay  compensation 
for  any  such  property  or  interest  therein.  .  .  . 

So  the  decision  seemed  firm  and  final. 

What  was  to  be  done  with  the  money  received  by  the  Alien  Prop- 
erty Custodian  if  and  when  he  sold  the  enemy  assets? 

The  net  proceeds  remaining  upon  the  completion  of  ad- 
ministration, liquidation,  and  disposition  pursuant  to  the 


provisions  of  this  Act  of  any  such  property  or  interest 
therein  shall  be  covered  into  the  Treasury  at  the  earliest 
practicable  date.  .  .  . 

These  funds  were  earmarked  to  help  settle  the  war  claims  of 
Americans  —  primarily  prisoners  of  war  and  certain  civilian 
internees. 

The  number  of  enemy  nationals  whose  property  was  placed  under 
the  control  of  the  Alien  Property  Custodian  exceeded  34,000.  These, 
however,  were  not  all  firms  doing  business  in  America.  The  type  of 
such  assets  ran  into  countless  categories:  For  example,  an  empty  lot 
somewhere  on  the  outskirts  of  Brooklyn,  bought  by  a  German  na- 
tional for  a  down-payment  of  $250  as  a  real  estate  investment,  was 
technically  enemy-owned  property.  It  was  seized.  At  the  other  end 
of  the  list,  however,  stood  such  an  industrial  giant  as  the  General 
Aniline  and  Film  Corporation,  owned  by  Germany's  I.  G.  Farben 
Industrie. 

The  total  worth  of  German  assets  in  the  United  States  was  esti- 
mated to  be  approximately  $300,000,000  at  the  time  they  were  taken 
over  by  the  Alien  Property  Custodian.  But  about  50  per  cent  of  the 
total  value  was  concentrated  in  the  holdings  of  435  industrial  firms. 

The  Alien  Property  Custodian  put  these  companies  under  Amer- 
ican management.  For  the  most  part  they  prospered.  As  their  busi- 
ness grew,  they  were  sold,  often  at  a  sizable  increase  of  value.  The 
North  American  Rayon  Company  which  was  worth  about  $8,000,000 
when  seized  as  enemy  property,  was  sold  for  $12,700,000;  E.  Leitz 
Incorporated  of  New  York,  seized  as  an  asset  worth  $175,000,  was 
sold  for  $787,000;  the  Schering  Corporation,  worth  $1,300,000  in 
1942,  brought  the  astonishing  sales  price  of  $30,000,000!  Such  ex- 
amples of  increased  worth  were  numerous,  the  increases  ranging 
from  10  per  cent  to  over  2,000  per  cent. 

The  Alien  Property  Custodian  disposed  quite  rapidly  of  those 
assets  whose  previous  ownership  was  not  being  contested.  By  July 
of  1956,  according  to  the  Department  of  Justice,  382  of  the  435 
industrial  firms  had  been  sold;  of  the  remaining  53,  the  physical 
assets  of  35  had  been  disposed  of,  though  their  corporate  names 


still  were  owned  by  the  Custodian.  Most  of  the  18  that  had  not  been 
sold  hung  under  the  shadow  of  legal  uncertainties.  General  Aniline, 
the  largest  of  them  all,  worth  $35,000,000  when  seized,  $100,000,000 
now,  was  being  claimed  by  a  Swiss  company  —  a  claim  which  was 
rejected  by  a  United  States  federal  court. 

the   demand   for   return   of  alien   property 

This,  then  was  the  general  situation  when  a  movement  began  in 
Washington  to  return  all  vested  property  to  its  former  German  and 
Japanese  owners. 

The  demand,  initiated  by  the  Dirksen  committee,  was  later  spon- 
sored by  a  group  of  Americans  called  the  Committee  for  Return  of 
Confiscated  German  and  Japanese  Property.  They  based  their  case 
principally  on  moralistic  grounds.  Confiscation,  as  they  termed  the 
seizure  of  enemy  property,  was  held  to  be  contrary  to  all  American 
ideals.  It  violated  the  American  regard  for  the  sanctity  of  private 
property.  In  support  of  this  contention  members  of  the  Committee 
quoted  the  Bill  of  Rights: 

No  person  shall  be  deprived  of  life,  liberty,  or  property, 
without  due  process  of  law;  nor  shall  private  property  be 
taken  for  public  use,  without  just  compensation. 


But  could  this  principle  be  applied  with  equal  logic  to  the  prop- 
erty of  aliens  who  had  just  attempted  to  destroy  the  United  States? 
To  be  more  specific,  were  the  American  holdings  of  I.  G.  Farben,  for 
example,  which  had  been  one  of  Hitler's  mainstays,  to  be  regarded 

,  as  inviolate  now  and  beyond  the  jurisdiction  of  the  Alien  Property 
Custodian? 

j  Those  who  opposed  a  return  of  enemy  property  opposed  every 
part  of  the  plea.  They  began  by  pointing  out  that  confiscation,  in 
the  usual  meaning  of  the  term,  was  hardly  a  word  to  be  applied  to 
a  process  on  which  all  of  the  affected  nations  had  agreed,  calling  the 
agreement  liberal,  humane,  and  sound.  They  further  pointed  out 
that  no  private  individual  in  Germany  would  suffer  from  this  so- 
called  "confiscation"  since  the  German  Government  had  undertaken 
to  reimburse  its  private  citizens.  The  demand  for  the  return  of 
enemy  assets,  they  argued,  merely  called  upon  the  United  States  to 
reimburse  German  citizens  instead  of  allowing  the  obligation  to 
remain  with  the  German  Government.  It  was,  in  short,  they  main- 
tained, "a  grab  for  an  American  handout." 

As  one  clergyman,  writing  to  the  Pulpit  Digest,  put  it:  "What  a 
strange,  new  philosophy  that  is  —  that  those  who  win  a  war  in  the 
cause  of  decency  should  be  called  upon  to  pay  heavy  reparations  to 
those  who  lose  it  in  the  cause  of  intolerance." 

To  implement  their  indignation  further,  those  who  opposed  return 
of  enemy  property  —  and  the  consequent  repudiation  of  the  Paris 
Agreement  made  with  our  Allies  —  attributed  the  campaign  to  high- 
paid  German  lobbyists  and  produced  the  names  of  several  who  had 
registered  as  being  in  German  employ.  Congressman  Leo  W.  O'Brien 
of  New  York,   speaking  before  the  House  Interstate  and   Foreign 

[  Commerce  Committee,  in  April,  1956,  quoted  expenditures  by  I.  G. 
Chemie,  or  Interhandel  (a  Swiss  holding  company  for  I.  G.  Farben 
interests)  of  over  $400,000  in  1954  and  $350,000  in  1955  for 
lawsuit  and  attorney  fees  in  the  United  States.  "This,  of  course,  is 
the  action  to  gain  the  return  of  the  General  Aniline  and  Film  Cor- 
poration," the  Congressman  said.  "This  is  $750,000  in  only  two 
years."  And  it  concerned  only  one  of  many  German  properties. 


In  spite  of  such  disclosures  the  movement  for  the  return  of  enemy 
assets  had  steadily  gained  momentum.  Several  Senators  and  members 
of  the  House  of  Representatives  were  induced  to  work  in  its  behalf. 
Senator  Everett  M.  Dirksen  of  Illinois  introduced  such  legislation  in 
1954,  and  the  following  year  a  Joint  Resolution  was  introduced  into 
the  House  of  Representatives. 

Neither  these  nor  subsequent  bills  which  have  been  introduced 
have  reached  a  vote  on  the  floor  of  the  House  or  Senate. 

Added  to  this  has  been  the  personal  intervention  of  Chancellor 
Adenauer  of  West  Germany  who  sent  a  communication  favoring 
return  to  the  President  of  the  United  States.  In  his  reply  of  August 
7,  1954,  President  Eisenhower  stated  that  "None  of  the  measures 
[for  return  of  German  property]  has  the  approval  of  my  Administra- 
tion" He  added: 

Because  of  the  great  dislocation  in  the  German  economy 
which  took  place  as  a  result  of  the  war,  the  Allied  Gov- 
ernments decided  to  look  to  German  assets  in  their  terri- 
tories as  a  principal  source  for  the  payment  of  their 
claims  against  Germany.  The  recovery  of  the  German 
economy,  which  has  progressed  so  rapidly  and  so  well 
under  your  administration,  was  thus  not  hampered  by  a 
large  reparation  burden.  In  considering  the  problem  of 
the  vested  assets,  it  is  necessary  therefore  to  take  into  ac- 
count legitimate  claims  on  the  part  of  American  citizens 
arising  out  of  the  war  for  which  some  provision  should 
be  made,  if  the  original  approach  is  reversed. 

Many  persons  on  both  sides  of  the  issue  attempted  to  demon- 
strate the  legality  or  illegality  of  the  proposal  —  indeed,  of  all  mea- 
sures intended  to  give  property  back  to  those  who  had  been  enemies 
of  the  United  States.  Would  such  an  act  be  in  conformity  with  inter- 
national law?  Or  was  the  only  applicable  international  law  that 
which  had  been  written  in  the  18-nation  pact  known  as  the  Paris 
Agreement? 

The  American  Bar  Association  assigned  a  Special  Committee  to 
report  on  the  Dirksen  Bill.  Though  the  Committee  voted  by  a  margin 
of  better  than  three  to  one  against  the  bill,  both  sides  concurred 
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in  the  opinion  that  the  question  of  returning  enemy  assets  involved 
not  legalities  but  rather  a  matter  of  national  policy.  Ten  distin- 
guished members  of  the  Bar  Association  who  professed  themselves 
to  be  in  favor  of  the  Dirksen  Bill  nevertheless  asserted  in  a  joint 
report:  "The  central  problem  is  not  whether  privately-owned  Ger- 
man and  Japanese  property  could  lawfully  be  confiscated  by  the 
United  States  in  1942,  under  appropriate  Congressional  authority, 
as  an  act  of  war,  but  whether  those  assets,  having  been  vested, 
should  now  be  returned  as  an  act  of  grace.  We  therefore  agree  that 
the  issue  before  the  Congress  is  not  one  of  juridical  power  but  of 
national  policy." 

One  of  the  most  important  phrases  in  the  entire  controversy  lies 
in  the  four  words:  an  act  of  grace. 

These  words  recognize,  wherever  they  appear,  that  the  return  of 
enemy  assets  is  not  a  matter  of  law,  of  obligation,  or  of  compulsion ; 
it  is  to  be  determined  solely  as  an  act  of  grace  —  which  is  to  say, 
a  matter  of  choice  based  on  America's  feelings.  The  decision  to  be 
reached  lies  not  in  legal  texts  but  in  the  heart  and  conscience  of  the 
American  people. 


THE  JOHNSTON   BILL 

The  newest  of  the  bills  designed  to  return  enemy  property  —  the 
Senate  Bill  600  sponsored  by  Senator  Olin  Johnston  of  South  Car- 
olina —  is  expected  to  be  reported  out  of  Committee  for  a  Senate 
vote  in  1957. 

The  Johnston  Bill  differs  from  the  earliest  bills  and  resolutions  on 
the  subject.  The  difference  has  evoked  outraged  protests  from  the 
bill's  opponents.  For,  whereas  early  efforts  to  have  alien  property 
returned  to  the  Germans  and  the  Japanese  concentrated  on  this 
single  objective,  Senator  Johnston's  bill  does  not.  It  has  added  some 
24  pages  that  bring  together,  in  a  single  bill,  all  war  claims  against 
former  enemy  nations.  The  bill  seeks  to  legislate  for  Americans  with 
claims  against  the  German  and  Japanese  Governments  as  it  legislates 
for  Germans  with  alleged  claims  against  the  United  States. 


Senator  Johnston's  bill  asserts  that  this  joint  purpose: 

.  .  .  should  strengthen  the  foreign  political  and  economic 
policies  of  the  United  States;  such  a  program  is  neces- 
sary to  reaffirm  and  promote  respect  for  the  basic  and 
fundamental  concept  of  the  inviolability  of  private  prop- 
erty in  our  national  and  international  relationships ;  .  .  . 
to  that  end  it  shall  be  the  policy  of  the  United  States  and 
the  purpose  of  this  Act  to  provide  a  coordinated  program 
for  — 

1)  financing  the  payment  of  war  damage  claims  of 
United  States  nationals  against  Germany  and  Japan  in 
their  conduct  of  World  War  II; 

2)  returning  privately  owned  property,  or  proceeds 
thereof,  vested  by  the  United  States  as  the  property  of 
German  or  Japanese  nationals  or  the  nationals  of  friendly 
neutral  nations.  .  .  . 

The  immediate   charge   of  those   opposed  to   the   bill   is   clearly 

expressed  in  the  words  of  several  New  York  attorneys: 

The  effect  of  this  joint-purpose  bill  is  too  obvious  to  be 
missed.  A  well-intentioned  American  legislator  who  would 
willingly  and  promptly  do  everything  in  his  power  to 
bring  about  the  settlement  of  an  American  citizen  s  claim 
against  Germany  is  stymied.  He  cannot  vote  for  the  in- 
terests of  his  American  constituent  without  also  voting 
for  the  interests  of  those  who  were  recently  enemy  aliens. 
He  is  required  to  regard  German  demands  as  equivalent 
to  and  morally  as  compelling  as  American  claims.  This 
is  political  trickery  of  the  most  blatant  kind,  designed  to 
send  the  German  lobby's  program  through  the  Congress 
on  the  tails  of  a  superficially  patriotic  attempt  to  help 
American  citizens  settle  their  claims.  The  device  is  un- 
worthy of  the  Congress.  It  is  unworthy  of  all  who  would 
give  unbiased  consideration  to  the  problem  of  enemy 
property  that  is  vested  in  the  hands  of  the  Alien  Property 
Custodian. 

Critics  of  the  Johnston  Bill  demand  that  it  be  divided  into  its 
two  basic  parts,  each  to  be  considered  and  voted  upon  separately: 
(a)  the  interests  of  American  citizens  and  (b)  the  interests  of  former 
enemy  aliens. 
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Yet  proponents  and  opponents  of  the  bill  alike  regard  this  change 
as  wishful  thinking.  The  bill  has  already  been  written,  considered  in 
Committee,  debated  in  newspapers.  It  is  what  it  is.  When  it  comes  to 
the  floor  of  the  Senate  for  vote,  it  will  undoubtedly  appear  substan- 
tially in  its  present  form. 

ARGUMENTS  PRO  AND  CON 

This  fact,  however,  in  no  way  alters  the  moral  and  ethical  factors 
involved  in  the  return  of  enemy  assets.  Whether  these  be  judged  by 
themselves  or  in  conjunction  with  American  claims,  the  arguments 
for  or  against  remain  unchanged. 

Some  of  the  questions  which  the  American  people  will  have  to 
weigh,  pro  and  con,  are  analyzed  on  the  following  pages. 

confiscation? 

•  Those  favoring  the  return  of  enemy  assets  hold  that  retaining 
them  would  amount  to  confiscation.  They  argue  that  the  United 
States,  dedicated  to  the  sanctity  of  private  property,  should  never 
sanction  confiscation.  It  cannot  set  such  an  example  to  the  rest  of 
the  world.  As  long  as  we  preach  the  inviolability  of  individual  rights, 
we  must  demonstrate  our  faith  in  such  rights  by  our  actions. 

•  Those  who  oppose  the  Johnston  Bill  insist  that  no  confiscation  of 
any  kind  is  involved  in  the  present  issue.  The  Republic  of  Germany, 
in  the  Bonn  Convention,  undertook  to  safeguard  its  nationals  against 
individual  loss  by  compensating  them  from  the  German  treasury. 
Considering  the  total  amount  at  stake  at  the  time  —  $300,000,000  — 
this  would  subject  the  German  treasury  to  far  less  strain  than  if  it 
had  to  pay  full  war  reparations  to  the  Allies.  Even  the  Germans 
never  spoke  of  this  method  as  being  confiscatory  —  that  is,  not  until 
their  lobby  began  to  operate  in  Washington.  If  German  nationals 
have  not  yet  been  compensated  by  their  government,  the  fault  lies 
with  the  German  Government  itself,  not  with  Americans.  There  is 
no  reason  why  Americans  should  be  penalized  for  the  failure  of  the 
German  Government  to  meet  its  promises  to  its  own  people. 
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retaliation? 

•  Continuing  the  argument  against  confiscation  on  another  tack,  the 
proponents  of  the  bill  warn  of  the  dangers  it  threatens.  We  Amer- 
icans, they  point  out,  are  constantly  and  peculiarly  vulnerable  to 
retaliation.  To  quote  Mr.  Charles  R.  Carroll,  an  attorney  speaking 
before  the  American  Bar  Association: 

American  private  investment  in  foreign  lands  today  is 
certainly  not  less  than  twenty-three  billions  of  dollars.  .  .  . 
These  totals  are  made  up  of  thousands  of  enterprises  .  .  . 
subject  to  the  attitudes  and  practices  of  the  foreign  gov- 
ernments under  which  they  live.  .  .  .  If  we  use  the  inci- 
dent of  war  as  a  justification  for  confiscation,  we  can 
expect  that  justification  to  be  availed  of  against  our 
nationals. 

In  other  words,  other  nations  may  subject  citizens  of  the  United 
States  to  a  quid  pro  quo,  and  we  Americans  have  a  tremendous 
foreign  investment  at  stake.  Let  us  not  tempt  others  into  hostile 
reprisals  by  setting  a  confiscatory  example. 

•  This  argument,  say  the  opponents  of  the  bill,  is  an  absurd  threat 
calculated  to  stir  our  fears.  It  is  founded  on  an  illusion  urging 
appeasement  in  the  face  of  a  danger  which  does  not  exist. 

To  begin  with,  the  argument  presupposes  another  World  War, 
with  Americans  this  time  fighting  all  those  nations  in  which  they 
have  their  23-billion-dollar  investment  —  which  is  to  say,  practically 
the  entire  free  world.  It  presupposes  that  having  gotten  into  this  war, 
the  United  States  would  then  lose  it;  and  that  as  a  result  of  defeat 
all  American  property  in  foreign  lands  would  be  confiscated. 

Under  what  other  circumstances  would  enemy  countries  be  in  a 
position  to  retaliate  for  our  refusal  to  return  enemy  assets  today? 
This  argument,  say  its  opponents,  has  no  reality  or  imminence. 

return  the  full   proceeds? 

•  If  properties  which  were  vested  in  the  Alien  Property  Custodian 
have  been  sold,  let  the  full  proceeds  be  returned  to  the  citizens  of 
the  Axis,  say  those  in  favor  of  the  Johnston  Bill.  This  is  the  only 
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fair  and  equitable  procedure  possible,  even  though  many  of  the 
properties  are  worth  more  today  than  when  they  were  seized.  As  a 
committee  of  twelve  lawyers  put  it  in  a  statement  to  the  Bar  Asso- 
ciation :  "To  suggest  that  we  should  keep  the  excess  over  book  value 
[the  profit  realized  by  the  sale  of  the  property]  ...  is  to  use  an 
accounting  device  as  a  measure  of  just  compensation.  Are  patents, 
recorded  at  a  value  of  one  dollar,  subject  to  seizure  for  that  price? 
.  .  .  Since  the  war  the  value  of  the  dollar  has  been  more  than 
halved."  How,  then,  the  proponents  of  the  bill  ask,  can  we  provide 
an  adjustment  for  this  inflation?  "To  attempt  to  adjudicate  just 
compensation  in  each  case  would  be  the  work  of  years.  We  have, 
therefore,  recommended  that  assets  on  hand  be  returned  to  those 
from  whom  they  were  vested;  that  if  the  properties  have  been  sold, 
the  proceeds  be  returned." 

•  The  demand  that  full  payment  be  made  to  the  Germans  on  the 
basis  of  the  price  for  which  their  property  was  sold  rouses  instant 
moral  indignation. 

As  has  been  indicated,  the  total  value  of  the  vested  property  in 
question  had  approximately  doubled  in  value  at  the  time  of  its 
sale,  over  what  it  was  when  sequestered.  Put  in  figures,  the 
$300,000,000  in  assets  which  the  United  States  seized  climbed  to  a 
worth  of  more  than  $500,000,000  when  sold.  To  return  the  full  pro- 
ceeds to  the  Germans  on  the  terms  suggested  would  give  them  a 
profit  of  more  than  $200,000,000. 

Of  this  a  minister  wrote:  "Do  we  now  condone  the  recent  Nazi 
efforts  to  destroy  our  civilization?  If  we  do  not  condone  them,  how 
can  we  be  so  illogical,  so  paradoxical,  so  utterly  inconsistent  as  to 
reward  those  who  tried  to  crush  our  liberties?"  He  pointed  out  that 
the  $500,000,000  which  would  be  turned  over  to  the  Germans  by 
this  plan  must  ultimately  come  out  of  the  American  pocket;  and  he 
adds  of  the  advocates  of  return :  "They  speak  of  the  horrors  of  con- 
fiscation, as  they  piously  plead  the  cause  of  former  Nazis.  But  why 
are  they  in  no  sense  concerned  about  confiscating  $500,000,000  from 
Americans?" 
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This  minister  urged  that  we  "prove  to  all  mankind  that  there  can 
be  no  monetary  profit  in  any  Hitler-like  attempt  to  rob  civilization 
of  its  freedom."  Maintaining  that  Americans  are  not  a  vindictive 
people  —  the  United  States  has,  indeed,  given  Germany  over  4 
billion  dollars  for  rehabilitation  —  he  asserted  that  on  the  other  hand 
Americans  ought  not  to  be  foolish  enough  to  be  cruel  and  unjust 
to  themselves. 

Another  speaker  in  opposition  to  the  Johnston  Bill  declared  that 
if  the  United  States  penalized  itself  by  returning  all  German  prop- 
erty plus  a  huge  windfall  of  profits,  it  would  virtually  be  admitting 
it  had  been  wrong  in  fighting  Hitler.  The  return  of  property  with 
the  award  of  fat  profits  would  constitute  a  recognition  of  our  war 
debt  to  the  Axis.  We  would  in  effect  be  paying  a  $200,000,000 
premium  as  the  price  of  having  opposed  the  Nazis. 

abrogate  the   paris  agreement? 

Do  we  have  the  right  in  the  United  States  unilaterally  to  abrogate 
the  terms  of  the  Paris  Agreement? 


•  We  have  that  right  without  question,  say  the  supporters  of  the 
Johnston  Bill.  The  Paris  Agreement  was  not  technically  a  treaty  at 
all,  they  maintain.  It  was  an  executive  Agreement  among  repre- 
sentatives of  the  heads  of  state.  When  Secretary  of  State  John  Foster 
Dulles  was  asked  to  comment  on  this  point  before  a  subcommittee 
of  the  Senate  Judiciary  Committee,  he  said: 

In  my  opinion,  the  agreement,  whatever  its  intent  may 
have  been  as  an  executive  agreement,  was  without  author- 
ity whatever  to  bind  the  Congress  of  the  United  States,  in 
this  matter.  The  property  had  been  vested  by  action  of 
Congress.  I  believe  Congress  has  the  right  to  decide  what 
to  do  about  the  matter.  I  do  not  believe  that  the  freedom 
of  Congress  in  this  matter  has  been  curtailed  in  any  way 
by  this  executive  agreement.  I  am  not  a  believer  in  the 
power  of  the  President,  through  executive  agreements,  to 
cut  across  the  normal  legislative  powers  of  Congress. 

I  may  say  that,  as  a  matter  of  interpretation  of  that 
agreement,  it  can  be  argued  that  it  was  not  intended  to 
operate  in  perpetuity  but  was  designed  as  a  temporary 
measure  perhaps  to  assure  against  a  revival  of  German 
militarism  and  the  use  of  German  important  commercial 
assets  possible  as  an  instrument  of  German  militarism. 

I  think  that  that  danger  has  passed  and  that  if  the  agree- 
ment be  given  that  interpretation  —  which  I  think  is  a 
reasonable  one  —  then  the  action  which  you  contemplate 
is  not  only  compatible  with  the  powers  of  Congress  but 
also  is  compatible  with  the  executive  agreement  itself. 

Later  in  his  testimony  the  Secretary  of  State  made  his  position 
even  more  emphatic.  He  added: 

/  do  not  believe  that  there  can  be  any  Executive  agree- 
ment, not  approved  by  the  Congress  in  the  form  of  legis- 
lation or  a  treaty,  which  would  bar  the  Congress  from 
doing  what  it  pleases  with  respect  to  this  vested  property. 

•  Such  a  declaration  on  the  part  of  the  Secretary  of  State  brought 
an  immediate  response  from  those  Americans  opposed  to  returning 


enemy  property.  Was  the  United  States  turning  its  back  on  its  recent 
Allies,  upon  whom  it  had  urged  the  retention  of  these  same  enemy 
assets  at  the  Paris  conference? 

The  Secretary's  words  also  evoked  instant  protest  abroad.  Several 
of  our  Allies  made  formal  protests  to  the  United  States.  One  of 
the  most  articulate  objections  came  out  of  the  Netherlands.  Con- 
ceding the  fact  that  the  retention  of  enemy  property  had  indeed 
been  done  by  executive  Agreement,  this  document,  written  by  J.  C. 
W.  M.  Huijsmans,  declared: 

The  limits  within  which  the  President  is  empowered  to 
conclude  Executive  Agreements  have  never  been  precisely 
stated.  In  practice,  the  President  himself  decides  on  these 
boundaries.  Foreign  countries  must  rely  on  the  Presi- 
dent's not  going  beyond  the  extent  of  his  powers.  .  .  . 
No  President  will  be  willing  to  bind  his  country  by 
agreements  without  having  the  certainty  that  these  were 
within  his  powers  to  conclude  and  can  be  carried  out.  .  .  . 

On  the  basis  of  existing  practice,  the  Netherlands  and 
the  other  members  of  the  Paris  Agreement  had  good 
reason  to  believe  that  these  agreements  were  authorita- 
tively signed  by  the  United  States.  .  .  .  If  this  were  not 
so,  the  United  States  would  be  permanently  guilty  of  a 
shameful  abuse  of  confidence  of  foreign  countries  with 
whom  they  conclude  agreements  almost  daily  in  the  form 
of  Executive  Agreements.  .  .  .  Furthermore,  it  is,  to  say 
the  least,  remarkable  that  an  American  Secretary  of  State, 
who  is  responsible  for  relations  with  foreign  countries 
and  who  himself  daily  concludes  Executive  Agreements 
in  the  name  of  the  United  States  or  has  them  concluded, 
should  confine  himself  to  the  Constitutional  aspects  solely 
during  the  hearing  spoken  of  above  and  does  not  say 
anything  as  to  the  fact  that  under  international  law,  the 
United  States  is  bound  by  Executive  Agreements.  .  .  .  In 
any  case,  it  is  not  permissible  that  this  provision  should 
be  abrogated  unilaterally  by  one  of  the  19  countries  in- 
volved in  the  Paris  Agreement.  A  unilateral  violation  of 
the  obligation  assumed  here  would  undermine  the  entire 
settlement,  as  laid  down  in  the  Paris  Agreement.  .   .  . 
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As  a  matter  of  dollars  and  cents,  the  opponents  of  the  Johnston 
Bill  say,  the  United  States  may  well  be  able  to  afford  the  gesture 
of  turning  $500,000,000  over  to  the  Germans  and  Japanese.  Some 
of  the  other  signatories  of  the  Paris  Agreement,  however,  would  find 
such  an  act  a  drain  on  their  economies.  Burdened  by  heavy  debts 
incurred  during  the  war  for  the  Allies'  common  survival,  relying 
now  on  loans  and  assistance  from  the  United  States,  they  would 
deem  it  a  shattering  sacrifice  to  return  former  Nazi  property  with 
a  bonanza  of  accrued  profits.  These  are  the  lands  that  were  recently 
overrun  by  German  tanks  and  Panzer  divisions;  these  were  the 
lands  that  felt  the  full,  crashing  impact  of  German  bombs.  Are  they 
now  to  be  urged,  by  our  example,  to  reward  their  former  enemies 
with  handsome  profits,  assuring  them  in  spirit  that  their  property 
was  merely  being  held  in  friendly  escrow  during  the  battles?  Such 
an  attitude  is  declared  unrealistic  and  unwarranted.  Even  Guatemala, 
which  was  not  physically  attacked  during  the  war,  refused  by  Decree 
to  allow  the  Germans  to  profit  by  the  return  of  their  property. 

generate   ill  will? 

•  A  Report  of  the  Senate  Judici- 
ary Committee,  dated  July  26, 1956, 
argues  in  favor  of  the  Johnston 
Bill:  "In  comparing  relative  val- 
ues or  costs,  no  one  can  estimate 
what  it  may  cost  the  United  States 
not  to  return  the  seized  assets. 
Confiscation  penalizes  a  few  but 
generates  ill  will  among  many.  We 
cannot  afford  to  relinquish  the 
good  will  which  we  have  labored 
so  assiduously  at  such  great  cost 
to  promote."  Later,  quoting  an  aide 
memoire,  the  Committee  adds, 
'Membership  in  the  family  of  na- 
tions imposes  international  obli- 
gations." .-. 


•  Opponents  of  the 'Johnston  Bill  see  in  this  bid  for  international 
good  will  only  a  bid  for  the  good  will  of  the  former  enemy  nations. 
They  cannot  understand  why  the  United  States  should  now,  to  all 
intents  and  purposes,  be  siding  with  its  former  enemies  against  the 
economic  interest  of  its  Allies.  Does  the  good  will  of  our  Allies  mean 
less  than  the  good  will  of  former  enemies? 

create   individual   hardship? 

•  We  should  never  forget,  say  the  advocates  of  returning  enemy 
property,  that  much  of  this  property  represents  the  sacrifice  of  indi- 
viduals in  modest  circumstances.  Only  a  few  of  the  cases  at  issue 
concern  huge  corporations  like  I.  G.  Farben.  The  vast  majority — 
thousands,  indeed — affect  persons  who  suffered  bitter  private  hard- 
ship because  of  confiscation. 

As  illustrations  of  such  hardships  there  are  allegations  such  as  the 
one  of  the  boy  who  fought  in  the  American  Army  in  Korea.  He  was 
killed.  The  beneficiary  of  his  $10,000  insurance  policy  was  his 
mother — a  German  national!  The  policy  was  sequestered  as  an  enemy 
asset.  The  mother  has  never  been  paid. 

This  type  of  case,  multiplied  by  the  thousands,  represents  some  of 
the  smaller  war  claims  the  Germans  hold  against  us.  As  a  matter 
of  morality  and  humanitarianism,  say  the  supporters  of  the  bill, 
their  property  should  promptly  be  returned. 

•  The  Alien  Property  Custodian  has  branded  the  story  of  the 
boy  who  fought  in  Korea  as  completely  untrue.  The  story  has 
been  quoted  by  many  proponents  of  return,  and  it  has  brought 
many  letters.  But  the  Custodian  insists  that  his  office  does  not  and 
never  did  operate  under  a  policy  of  seizing  military  insurance. 
Moreover,  it  had  nothing  to  do  with  Korea.  Whether  the  story 
is  true  or  not,  however,  the  opponents  of  return  say  they  do  not 
counsel  unfair  treatment  of  any  individual,  German  or  otherwise. 
Nevertheless,  they  do  not  approve  of  giving  German  nationals  pref- 
erential consideration  over  Americans.  Our  own  people,  they  point 
out,  still  hold   over   13,000  unsatisfied   claims   as   a   result   of  war 
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damage;  and  they  repeat  that  these  claims  should  not  be  tied  up 
in  a  single  bill  with  German  demands.  Why,  these  opponents  ask, 
should  Americans  be  left  to  wait  while  first  we  placate  our  for- 
mer enemies?  The  only  explanation  they  can  see  lies  in  the  deter- 
mined activities  of  the  German-paid  lobby.  And  the  German  lobby, 
they  add,  is  supported  by  the  great  corporations  like  I.  G.  Farben, 
not  by  small  claimants.  When  the  Administration  offered  to  return 
seized  German  and  Japanese  assets  up  to  $10,000  to  each  former 
enemy,  pointing  out  that  this  would  be  a  full  return  to  90  per  cent 
of  the  claimants  (about  $50,000,000  to  Germans  and  $7,500,000  to 
Japanese),  this  offer  was  rejected  by  the  German  lobby. 


how   much   will    if-  cost? 

•  As  a  matter  of  banking  and  fund  management,  it  will  cost  us  little 
or  nothing  to  return  German  property,  say  the  advocates  of  return. 
The  proceeds  of  its  sale  by  the  Alien  Property  Custodian,  it  should 
be  remembered,  were  to  be  earmarked  for  paying  American  war- 
damage  claims.  But  there  exists  another  source  for  raising  such  sums. 
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_.e  ^itx v.  3c  dte  judiciary  Committee  explains: 

"The  United  States  expects  to  receive  one  billion  dollars  from  Ger- 
many for  postwar  economic  assistance  under  the  London  Debt  Set- 
tlement Agreement  of  1953.  Payments  are  to  be  made  on  this  obliga- 
tion semi-annually.  Payments  currently  being  made  are  in  the  amount 
of  $12,500,000  and  represent  interest  only.  Beginning  July  1,  1958 
payments  are  to  be  made  semi-annually  in  installments  of  $23,790,- 
000,  including  principal  and  interest.  There  are  to  be  59  such  install- 
ments and  one  additional  final  installment  in  the  amount  of  the 
unpaid  balance." 

Those  who  would  return  enemy  property  would  use  these  Ger- 
man debt  payments  to  meet  American  war-damage  claims.  Since  the 
money  is  already  out  of  the  United  States  Treasury,  they  argue,  the 
fund  to  pay  damages — or  certainly  no  great  additional  amount — 
need  not  be  taken  from  the  Treasury. 

•  This  kind  of  reasoning,  say  the  opponents  of  return,  is  false  and 
illogical,  and  can  lead  only  to  uneconomic  conclusions.  The  money 
from  Germany  is  due  the  American  Treasury.  It  is  part  of  the 
nation's  assets.  If  we  divert  it,  using  it  to  pay  war  claims,  we  divert 
it  from  all  the  other  uses  to  which  it  might  have  been  put. 

To  syphon  a  billion  dollars  away  from  our  Treasury  is  funda- 
mentally to  take  it  from  the  American  taxpayers.  In  other  words, 
to  keep  it  out  of  the  Treasury  is  tantamount  to  taking  it  out.  The 
difference  is  one  of  semantics.  In  the  long  run  the  act  will  cost 
the  American  people  a  billion  dollars. 

Again,  say  the  bill's  opponents,  we  return  to  the  principal  of 
penalizing  ourselves  and  our  own  citizens  in  order  to  satisfy  the 
demands  of  former  enemy  aliens — and  of  the  active  lobby  that 
now  serves  German  interests  in  Washington. 

As  all  parties  appear  to  agree,  the  problem  is  not  so  much  one  of 
law  as  of  national  policy;  not  so  much  one  of  finances  as  of  ethics 
and  morality.  The  answer  must  lie  in  our  nation's  heart  and 
conscience. 
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